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8ub fects Audlt ¢f pacial Punde Q_//

Lo ‘e return Lerewith memoranium WF 10 xapohn 1047
Trom thes eeutive fop Fieho &nd the dpelt maoranduvs of 16
wrrel 1J47 iroz thw Ci:idsfy "pociel Fundas, with our CORABNILR .
S audit of Lpeciel undas {092 to tne wart o/ the wiole Ul
veuthered “unds problem, erd we atiall sttempt Lriefly to stats
Gur analyaise o

Re ~# cannot stute tov atruagly cur opinien tiat
urvousherel funds nave & wlne status in sur Tovearmment, 113
Ciher funds of tmecutlve AFsnelos are sudlect to the completdy
‘ndeapeidont a1t by the tans-al Accoumiing vrrlea. Canpres:
Lisi smen it by law %2 rellove JAG OF vhis funetlom and ;dgew
ant i sw ~seneibllity upon the hasi eof the departmwent canesrnnd,
LConspasmionk]l hearirce, the Coeptroller Neneralts declialsng and
Pur own oxlilons have conglastently hela Rhat tihle reabausiviitty
LAnnot be lsle atede “The -“irsoto- way establish donbrols o
tballah all controle in iis ai acrstion, but hy way not divest
Limasdll ol nig rearLnelhility ror the Proper disuurgsnent of
“peclal cumise Ynia unizus status, thmrelore, n;;mgng;{ tukes
Lhe Lpeclnl funds prodblem out of normal somwmani and sdsits atra=
tlve clisnniels, wnd randers thy “irootorts apnointss for st ol
& tpeclael fundp dlrestly responatble S0 the .ireoter. this
spovlal chunnel in Swrn hecesgarily ssparates special Pepia g
fros 1l vouchered fumie and tholr sdmindetration. in one
“rinlon, it is proper thet this ssparation be uapt eomplote,
“oth W svile eGnufusion a8 to the Cuads and ths xmwthods of
nanclimg, st Lo preserve the socirity essnvisl to spegilal
"Unis epearetions e feul thet all sumtroel of tne s reonnsl
and dministration Iranel ovur wroushnred funis evases wnd
should cense uson budjet alloostion frum sagsle wpropriakions
Lo tiw Speecisl unde kreneh, in tocordanne with the deeiatone
¢f the rojects Review Cowsitiedy This cesealion of coptrol,
of oeurse, in no way mflects the routine adwirdstrats on by Pia
of personnel w.thin tie Speelial usds Byanehe .

Be Ther: 1z no qunation s Lo tiw dealrebilisy of
e audlt of speselel iundae It i naceasary to malnteln Shr trust
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of Jonsress end 720 in the conire) of unyoushersd expsandliures,
es & proweetion ror those dlsbursing offiecers ¥ho mipght Lwmur
personal 14abllity by inmproper eapsnditures and, =ost lmportund,
for the prehection of the Dirsotore An independend andit is
patently Lmpessible, And, sindh the powsr to audit neadassarily
inwveives thn audlting office In t» operations of vhe ¢i{flce
eudited; we Dellave Shat powepr slwuld not Lo glven toe the F&a
brenehe In our oplmicn, it is tha doglesl oomelusion thet

the auliteor must be aprcifically nede rospinsible to the
sirecter,; maetr render thelir ~oatine reporty w his office, nd
wust neve authority o approasih him dzrocn;g o sng peint dlwy
bslieve requirss his attsntion, They should not be pul under
tie contrel of any Assistens Dirovstor, er of siw gxesuvive fur
Personusl and Administration, nil of whom woere given certain
autnoritiss to comxit Speeial Funds by CiIG iregulationss ldenllyy
tiw auditers should be a part of the Direntorte 9fice, and set
An his names It 1a our understanding shat 1t 3s dosired not to
attash additional »ersennel to that offices Ia view of shis
dealrs, »s oelleve the semt purpnse ¢an be achliewwd by »laeing
the sudiders An sSpecial iunds for TO snd normal aduinfetrative
puUrnosss, as memders 6f ths staff of be Chilel & ’Ppecinl Punds,
snd with Lhe sboveemantioned written authorisy teo have direcs
assnss to ths Dirsstorts OfCises ¥e ackmowledgo Shat this
rropossl s an exesntion to normal admipistrstive channels,

Lt we fool that this 1a nessopsry In view of the uniqus situge
tion eprssisd by statate, end that (L weould fulfill the legal
resuirsmania nsofar as toey cex do m3ed without Indepandent
rutside audit. ' ‘
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